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SUBJECT:COTTON CONTRACT PROBLEM 

REF: A) STATE 33033 B) TAIPEI 1973 C) STATE 72730 
D) TAIPEI 2158 

1 . APPRECIATE EMBASSY'S EFEORTS DISCUSSED REF D TO 
RESOLVE TAY I PROBLEM, AND REQUEST EMBASSY REPORT 
ANY CHANGE IN STATUS OF CONTRACT AND ANY ADDITIONAL 
REPRESENTATIONS EMBASSY MAKES REGARDING THIS MILL. 

2. WE DO NOT SHARE FREIDMAN'S VIEW REPORTED REE C 
THAT USG HAS RECENTLY SHOWN LACK OE INTEREST IN COTTON 
CONTRACT PROBLEM. HOWEVER, FREIDMAN CABLE REELECTS 
ERUSTRATION OE US SHIPPERS CAUSED BY LACK OF PROGRESS 
OVER RECENT WEEKS: NO L/C'S ON ANNEX CONTRACTS HAVE 
BEEN OPENED DURING THIS CALENDAR YEAR. (ALTHOUGH 
THERE HAVE BEEN CANCELLATIONS). IN ADDITION, WE HAVE 
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NOT BEEN ABLE TO GIVE SHIPPERS ANY INDICATION OF 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


GENERAL NATURE OR EREQUENCY OE REPRESENTATIONS EMBASSY 
HAS MADE WITH GROG THIS SUBJECT. WE UNDERSTAND AND 
WILL PROTECT CONFIDENTIALITY OF THESE REPRESENTATIONS, 
BUT IT IS VERY USEFUL FOR US TO BE ABLE TO STATE 
CATEGORICALLY THAT THE ISSUE IS BEING SPECIFICALLY 
PURSUED. 

3. WE WOULD APPRECIATE WHEN REPRESENTATIONS ARE 
MADE (PER PARA 3 REF D), PARTICULARLY AT HIGHER 
LEVELS, EMBASSY REPORT NATURE, TENOR AND RESULTS OF 
REPRESENTATIONS. MORE FREQUENT LOWER LEVEL REP- 
RESENTATIONS COULD BE REPORTED PERIODICALLY. 
SPECIFICALLY, REQUEST EMBASSY: (A) INVESTIGATE 
STATUS REGARDING GROUP II MILLS (PARA 3, REF B) TO 
DETERMINE IF SANCTIONS ARE HAVING EFFECT; OR, IF 
SANCTIONS ARE INEFFECTIVE, WE WOULD APPRECIATE 
EMBASSY ASSESSMENT OF WHY THIS IS SO. WE DO NOT 
UNDERSTAND HOW THESE MILLS CAN CONTINUE TO OPERATE 
OVER FIVE MONTH PERIOD UNDER SANCTIONS AS STRICT 

AS THOSE GROC SAYS THAT IT IS IMPOSING. (B) WITH 
REGARD TO YUNG LONG IN CATEGORY I, WE WOULD APPRECIATE 
KNOWING IF BOFT IS ENCOURAGING ARBITRATION TO 
RESOLVE DISPUTE. WE DO NOT WISH TO JUDGE VALIDITY 
OF MILL'S OR SHIPPER'S CLAIM IN DISPUTE, BUT WE DO 
BELIEVE WE CAN AND SHOULD, VIGOROUSLY PRESS FOR 
ARBITRATION. 

4. WE ARE PARTICULARLY CONCERNED THAT SO LITTLE 
MOVEMENT IS BEING SHOWN WITH REGARD TO CATEGORIES 
I AND II. US SHIPPERS COMPLAIN TO US THAT THEY 

SEE NO INDICATION THAT BOFT IS CONTINUING TO PURSUE 
CONTRACT PROBLEM WITH THESE MILLS. WE DO NOT ACCEPT 
SHIPPERS' EVALUATION OF SITUATION IN TAIPEI AT 
FACE VALUE, BUT SINCE L/C'S ARE NOT BEING OPENED AND 
IN ABSENCE OF SPECIFIC INFORMATION REGARDING BOFT 
ACTION AND EMBASSY REPRESENTATION, US SHIPPERS ARE 
NOT EASILY PERSUADED THAT PROGRESS IS BEING MADE. 

REPORT PROMISED PARA 4 REF (B) WILL HOPEFULLY AID 
IN THIS TASK. KISSINGER 
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